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NOTICE  OF  CONFIDENTIALITY  RIGHTS:  A  NATURAL  PERSON  MAY  REMOVE  OR 
STRIKE  ANY  OR  ALL  OF  THE  FOLLOWING  INFORMATION  BEFORE  IT  IS  FILED 
IN  THE  PUBLIC  RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR 
DRIVER'S  LICENSE  NUMBER. 


THIS  AGREEMENT  made  this  16th  day  of  January,  2009,  between  Stephen  L.  Taylor  and  Reta  J.  Taylor,  husband  and  wife,  Lessor 
(whether  one  or  more),  whose  address  is:  8641  Funtier  Court,  Fort  Worth,  Texas  76179,  and  XTO  Energy  Inc.,  whose  address  is:  810 
Houston  St.,  Fort  Worth,  Texas  76102,  Lessee,  WITNESSETH: 

1  Lessor,  in  consideration  often  dollars  and  other  valuable  consideration,  receipt  of  which  is  hereby  acknowledged,  and  of  the  covenants  and 
agreements  of  Lessee  hereinafter  contained,  does  hereby  grant,  lease  and  let  unto  Lessee  the  land  covered  hereby  for  the  purposes  and  with  the 
exckjsive  right  of  exploring,  drilling,  mining  and  operating  for,  producing  and  owning  oil,  gas,  sulphur  and  all  other  minerals  (whether  or  not  similar  to 
those  mentioned),  together  with  the  right  to  make  surveys  on  said  fend,  lay  pipe  lines,  establish  and  utilize  facilities  for  surface  or  subsurface 
disposal  of  salt  water,  construct  roads  and  bridges,  dig  canals,  build  tanks,  power  stations,  telephone  lines,  employee  houses  and  other 
structures  on  said  land,  necessary  or  useful  in  Lessee's  operations  in  exploring,  drilling  for,  producing,  treating,  storing  and  transporting  minerals 
produced  from  the  land  covered  hereby  or  any  other  land  adjacent  thereto.  The  land  covered  hereby,  herein  called  "said  land,"  is  located  in  the 
County  of  Tarrant,  Slate  of  Texas,  and  is  described  as  follows: 

0.367  acres,  more  or  less,  out  of  the  Dempsey  C.  Pace  Survey,  Abstract  No.  1245,  and  being  Lot  34,  Block  22,  Lake  Country  Estates 
Addition,  Phase  4,  an  Addition  to  the  East  Club  of  Eagle  Mountain  Lake,  Tarrant,  County,  Texas,  according  to  the  plat  recorded  in 
Volume  388-82,  Page  21,  Plat  Records,  Tarrant  County.  Texas,  and  being  those  same  lands  more  particularly  described  in  a 
General  Warranty  Deed  with  Vendor's  Lien  dated  September  30, 1998,  from  Stephen  B.  Henton  and  Rebecca  R.  Henton  to  Stephen 
L.  Taylor  and  Reta  J.  Taylor,  recorded  thereof  In  Volume  13449,  Page  181,  Deed  Records,  Tarrant,  County,  Texas,  and  amendments 
thereof,  including  streets,  easements  and  alleyways  adjacent  thereof,  and  any  riparian  rights. 


This  is  a  non-developmental  Oil  &  Gas  Lease,  whereby  Lessee,  its  successors  or  assigns,  shall  not  conduct  any 
operations,  as  defined  herein,  on  the  surface  of  said  lands.  However,  Lessee  shall  have  the  right  to  pool  or  unitize  said  lands, 
or  part  thereof,  with  other  lands  to  comprise  an  oil  and/or  gas  development  unit 

This  lease  also  covers  and  includes,  in  addition  to  that  above  described,  all  land,  if  any,  contiguous  or  adjacent  lo  or  adjoining  the  land 
above  described  and  {a)  owned  or  claimed  by  Lessor  by  limitation,  prescription,  possession,  reversion,  after-acquired  title  or  unrecorded 
instrument  or  (b)  as  to  which  Lessor  has  a  preference  right  of  acquisition.  Lessor  agrees  to  execute  any  supplemental  instrument  requested  by 
Lessee  for  a  more  complete  or  accurate  description  of  said  land.  For  the  purpose  of  determining  the  amount  of  any  bonus  or  other  payment 
hereunder,  said  land  shall  be  deemed  to  contain  _0.367  acres,  whether  actually  containing  more  or  less,  and  the  above  recital  of  acreage  in  any 
tract  shall  be  deemed  to  be  the  true  acreage  thereof.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  rights  and 
options  hereunder. 

2.  Unless  sooner  terminated  or  longer  kept  in  force  under  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of  3  years 
from  the  date  hereof,  hereinafter  called  primary  term,"  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted  upon  said 
land  with  no  cessation  for  more  than  ninety  (90)  consecutive  days. 

3.  As  royalty,  Lessee  covenants  and  agrees:  (a)  To  deliver  to  the  credit  of  Lessor,  in  the  pipe  line  to  which  Lessee  may  connect  its  wells,  the 
equal  1/4  part  of  all  oil  produced  and  saved  by  Lessee  from  said  land,  or  from  time  to  time,  at  the  option  of  Lessee,  to  pay  Lessor  the 

average  posted  market  price  of  such  1/4_  part  of  such  oil  at  the  wells  as  of  the  day  it  is  run  to  Ihe  pipe  line  or  storage  tanks,  Lessors  interest,  in 
either  case,  to  bear  1/4  of  the  cost  of  treating  oil  to  render  it  marketable  pipe  line  oil;  (b)  To  pay  Lessor  on  gas  and  casinghead  gas  produced 
from  said  land  (1)  when  sold  by  Lessee,  1/4  of  the  amount  realized  by  Lessee,  computed  at  the  mouth  of  the  well,  or  (2)  when  used  by  Lessee 
off  said  land  or  in  the  manufacture  of  gasoline  or  other  products,  the  market  value,  at  the  mouth  of  the  well,  of  1/4  of  such  gas  and  casinghead 
gas;  (c)  To  pay  Lessor  on  all  other  minerals  mined  and  marketed  or  utilized  by  Lessee  from  said  land,  one-tenth  either  in  kind  or  value  at  the  well  or 
mine  at  Lessee's  election,  except  that  on  sulphur  mined  and  marketed  the  royalty  shall  be  one  dollar  ($1.00)  per  long  ton.  If,  at  the  expiration  of 
the  primary  term  or  at  any  time  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  land  or  any  portion  thereof  has 
been  pooled,  capable  of  producing  oil  or  gas,  and  all  such  wells  are  shut-in,  this  lease  shall,  nevertheless,  continue  in  force  as  though 
operations  were  being  conducted  on  said  land  for  so  long  as  said  wells  are  shut-in,  and  thereafter  this  lease  may  be  continued  in  force  as  if  no 
shut-in  had  occurred.  Lessee  covenants  and  agrees  to  use  reasonable  diligence  to  produce,  utilize,  or  market  the  minerals  capable  of  being 
produced  from  said  wells,  but  in  the  exercise  of  such  diligence,  Lessee  shall  not  be  obligated  to  install  or  furnish  facilities  other  than  well  facilities 
and  ordinary  lease  facilities  of  flow  lines,  separator,  and  lease  tank,  and  shall  not  be  required  to  settle  labor  trouble  or  to  market  gas  upon  terms 
unacceptable  to  Lessee.  If,  at  any  time  or  times  after  the  expiration  of  the  primary  term,  all  such  wells  are  shut-in  for  a  period  of  ninety 
consecutive  days,  and  during  such  time  there  are  no  operations  on  said  land,  then  at  or  before  the  expiration  of  said  ninety  day  period,  Lessee 
shall  pay  or  tender,  by  check  or  draft  of  Lessee,  as  royalty,  a  sum  equal  to  one  dollar  ($1 .00)  for  each  acre  of  land  then  covered  hereby.  Lessee 
shall  make  like  payments  or  tenders  at  or  before  the  end  of  each  anniversary  of  the  expiration  of  said  ninety  day  period  if  upon  such  anniversary 
this  lease  is  being  continued  in  force  solely  by  reason  of  the  provisions  of  this  paragraph.  Each  such  payment  or  tender  shall  be  made  to  the 
parties  who  at  the  time  of  payment  would  be  entitled  to  receive  the  royalties  which  would  be  paid  under  this  lease  if  the  wells  were  producing, 
and  may  be  deposited  in  such  bank  as  directed  by  Lessor,  or  its  successors,  which  shall  continue  as  the  depositories,  regardless  of  changes  in 
the  ownership  of  shut-in  royalty.  If  at  any  time  that  Lessee  pays  or  tenders  shut-in  royalty,  two  or  more  parties  are,  or  claim  to  be,  entitled  to 
receive  same.  Lessee  may,  in  lieu  of  any  other  method  of  payment  herein  provided,  pay  or  tender  such  shut-in  royalty,  in  the  manner  above 
specified,  either  jointly  to  such  parties  or  separately  to  each  in  accordance  with  their  respective  ownerships  thereof,  as  Lessee  may  elect.  Any 
payment  hereunder  may  be  made  by  check  or  draft  of  Lessee  deposited  in  the  mail  or  delivered  to  the  party  entitled  to  receive  payment  or  to  a 
depository  bank  provided  for  above  on  or  before  the  last  date  for  payment.  Nothing  herein  shall  impair  Lessee's  right  to  release  as  provided  in 
paragraph  5  hereof.  In  the  event  of  assignment  of  this  lease  in  whole  or  in  part,  liability  for  payment  hereunder  shafrest  exclusively  on  the  then 
owner  or  owners  of  this  lease,  severally  as  to  acreage  owned  by  each. 

4.  Lessee  is  hereby  granted  the  right,  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  covered  by  this  lease,  and/or 
with  any  other  land,  lease,  or  leases,  as  to  any  or  all  minerals  or  horizons,  so  as  to  establish  units  containing  not  more  than  80  surface  acres,  plus  10% 
acreage  tolerance;  provided,  however,  units  may  be  established  as  to  any  one  or  more  horizons,  or  existing  units  may  be  enlarged  as  to  any  one  or  more 
horizons,  so  as  to  contain  not  more  than  640  surface  acres  plus  10%  acreage  tolerance,  if  limited  to  one  or  more  of  the  following:  (1)  gas,  other  than 
casinghead  gas,  (2)  liquid  hydrocarbons  (condensate)  which  are  not  liquids  in  the  subsurface  reservoir,  (3)  minerals  produced  from  wells  classified  as 
gas  wells  by  the  conservation  agency  having  jurisdiction.  If  larger  units  than  any  of  those  herein  permitted,  either  at  the  time  established,  or  after 
enlargement,  are  permitted  or  required  under  any  governmental  rule  or  order,  for  the  drilling  or  operation  of  a  well  at  a  regular  location,  or  for  obtaining 
maximum  allowable  from  any  well  to  be  drilled,  drilling,  or  already  drilled,  any  such  unit  may  be  established  or  enlarged  to  conform  to  the  size  permitted  or 
required  by  such  governmental  order  or  rule.  Lessee  shall  exercise  said  option  as  to  each  desired  unit  by  executing  an  instrument  identifying  such  unit 
and  filing  it  for  record  in  the  public  office  in  which  this  lease  is  recorded.  Such  unit  shall  become  effective  as  of  the  date  provided  for  in  said  instrument  or 
instruments  but  if  said  instrument  or  instruments  make  no  such  provision,  then  such  unit  shall  become  effective  on  the  date  such  instrument  or 
instruments  are  so  filed  of  record.  Each  of  said  options  may  be  exercised  by  Lessee  at  any  time  and  from  time  to  time  while  this  lease  is  in  force,  and 
whether  before  or  after  operations  or  production  has  been  established  either  on  said  land,  or  on  the  portion  of  said  land  included  in  the  unit,  or  on  other 
land  unitized  therewith,  A  unit  established  hereunder  shall  be  valid  and  effective  for  all  purposes  of  this  lease  even  though  there  may  be  mineral,  royalty, 
or  leasehold  interests  in  lands  within  the  unit  which  are  not  effectively  pooled  or  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land 
shall  be  considered,  for  all  purposes,  except  the  payment  of  royalty,  operations  conducted  upon  said  land  under  this  lease.  There  shall  be  allocated  to  the 
land  covered  by  this  lease  within  each  such  unit  (or  to  each  separate  tract  within  the  unit  if  this  lease  covers  separate  tracts  within  the  unit)  that 
proportion  of  the  total  production  of  unitized  minerals  from  the  unit,  after  deducting  any  used  in  lease  or  unit  operations,  which  the  number  of  surface 
acres  in  such  land  (or  in  each  such  separate  tract)  covered  by  this  lease  within  the  unit  bears  to  the  total  number  of  surface  acres  in  the  unit,  and  the 
production  so  allocated  shall  be  considered  for  all  purposes,  including  payment  or  delivery  of  royalty,  overriding  royalty  and  any  other  payments  out  of 
production,  to  be  the  entire  production  of  unitized  minerals  from  the  land  to  which  allocated  in  the  same  manner  as  though  produced  therefrom  under  the 
terms  of  this  lease.  The  owner  of  the  reversionary  estate  of  any  term  royalty  or  mineral  estate  agrees  that  the  accrual  of  royalties  pursuant  to  this 
paragraph  or  of  shut-in  royalties  from  a  well  on  the  unit  shall  satisfy  any  limitation  of  term  requiring  production  of  oil  or  gas.  The  formation  of  any  unit 
hereunder  which  includes  land  not  covered  by  this  lease  shall  not  have  the  effect  of  exchanging  or  transferring  any  interest  under  this  lease  (including, 
without  limitation,  any  shut-in  royalty  which  may  become  payable  under  this  lease)  between  parties  owning  interests  in  land  covered  by  this  lease  and 
parties  owning  interests  in  land  not  covered  by  this  lease.  Neither  shall  it  impair  the  right  of  Lessee  to  release  as  provided  in  paragraph  5  hereof,  except 
that  Lessee  may  not  so  release  as  to  lands  within  a  unit  while  there  are  operations  thereon  for  unitized  minerals  unless  all  pooled  leases  are  released  as 
to  lands  within  the  unit.  At  any  time  while  this  lease  is  in  force  Lessee  may  dissolve  any  unit  established  hereunder  by  filing  for  record  in  the  public  office 
where  this  lease  is  recorded  a  declaration  to  that  effect,  if  at  that  time  there  is  no  unitized  minerals  being  produced  from  such  unit.  Any  unit  formed  may 
be  amended,  re-formed,  reduced  or  enlarged  by  Lessee  at  its  election  at  any  time  and  from  time  to  time  after  the 
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OIL,  GAS  AND  MINERAL  LEASE 


SEE  ATTACHED  ADDENDUM  FOR  ADDITIONAL  PROVISIONS 


gffi&%^^  the  ported acraage  is  located.  Subject  to  the 

™Si^iSLn?w'Mereaf(er,cwere  separate  trads/ro  Sic ToTSzaton  of fcSSS  w^?!!^J^su^t^osha"  remainin  force.  If 

6.  Whenever  used  in  this  Iaaw  the  ^  "«™™«  -  _u-,.   , 

and/or  access  road,  dri 
for  or  in  an  endeavor  to  www  r  «uui 
whether  or  not  in  paying  quantities. 

shall  pay  for  damages  caused  by  its  operations  to^ng        ardS^  on^and        'and  VMthoLjttheconsent  <*     Lessor.  Lessee 


^'"incrfase  the  obTioations  or  dfiiinish  the  rights  of  Lessee  hciudkia  but  nSKS  t?  ffi^^  5T  W  Part  thereof,  howsoever  effected 
of  production.  Notwithstanding  any  other  actual  o?  rar^ctivel Sedn^S ^^tti££j2c9on  *and  dn,"n9  of  and  the  measurement 
change  or  division  in  the  ownership  of  said land  v<^^^ts^o^m^^rt^^  * to-  L^ee-  te  successors  or  assigns?  no 
SbSrSS  Upon  ^1*^  reconJ        rf  ^  '^^b^  ^e,  howsoever  effected,  stefi 

place  of  business  by  Lessor  or  Lessor's  heirs,  successes  cVl^ns  S^^  ^.S^nS,  to  such  record  owner  at  his  or  its  priheipal 
cerbfied  copies  of  the  instruments  which  have  beeriproper^  either  originals  or  duly 

records  and  proceedings,  transcripts,  or  other  d^mSsTs  sS  be  !*£2J^\]^rJl$S^  or  division.  and  «  such  court 

such  change  or  division,  (f  any  such  change  in  own^oo^  ^ recor° :m™  to  establish  the  validHyof 

such  royafles,  or  other  moneys,  or  part  t&eoCTM 

ifsA'^^  implied,  Lessor  shall  notify 

of  said  notice  vflhin  which  to  meet  or  anHmFo??m«J afofiE nJ?$££  fcfS!*9*  Le!see  snalltfien  have  sixty  (e6)dwter£3& 
precedent  to  the  bringing  of  any  action  b^essc^sS^ 

breaches  shall  be  deemed  an  admission  or  presumption \b£ L%££  testeSSiinJL™  ^it^eeJI'mecLto  me?  a"  or  aV  of  the 
♦  22?^  !or  any.pause,  rt  shall  nevertheless  remain  in  ft^and^^a^m  J^S^E,^^  *f  lts  obligations  hereunder,  f  this  lease  is 
£  S]Sif  maxim^  a,,owableunrtu^  ^  to  v^  there  are  operations 

Se^^ 

inters ;h5Ka^  ^ttf**&!  TO51S  ^soever.  Lessor's  rights  and 

agrees  tret  Lessee  shall  have  the^hWany  time  to  o^f^cJ^^^Z^SA^  In&^and_2tner  c^ges  on  said  land,  but  Lessor 

f^^9^^£"s  lease- ,f  ,ease  covers  a  le^  inK  the S ^s  luFrffi^h^^n^i^."1^  oecome^payabfe  to  Lessor 
entire  and  undivided  fee  simple  estate  (whether  Lessors  rrtenSt  H  h«^n  ^IfP/l1''  ?[,other  minerals  ,n  all  or  any  part  of  sad  land  than  the 
moneys  accruing  from  any  part  as  to  wHdittE  KoSffl aSRilPfiSSiS^h  '"^therein,  thenthe  royaltiesand I  other 
theran,  if  any,  covered  by  (his  lease,  bearatoffi^anK!^^  i?  P31!0* in  the  Proportion  which  the  interest 

or  not  owned  by  Lessor)  shaH  bepaid  out    fewalfr  ^ 

regard  to  whether  it  is  executed  byill  thosVna™ea^  Th.s  lease  shaH  be  binding  upon  each  party  who"  execute?  HSSt 

^^^I!?!^^1**^  determined  to  be  invalid)  a  2>aw  c^^^  order,  rule  or  regulation, 

^^,^f,  control  of  Lessee,  the  primary  term  hereof  shal  be^e^Sed  ^SwS^JSS^fSS^^99^  financial)  beyond  the 
days  fdlo^ng  the  removal  of  such  a^ng  cause,  a^ 

land,       tSS^^  to  any  existing  we«(s)  and/or  wellbore(s)  on  said 

deemed  the  same  as  trie  drilling  of  a  new  well  purposes  01  ™s  ,ease  016  r&*ntry  and  use  by  Lessee  of  any  existing  well  and/or  weUbore  shaH  be 

^ino  ™M  ^hSiSS  **f  ma*  ^  «~  by  Lessee 

quanSties  and  the  date  such  well  is  shut^BbSSlS  ^SmS^SS^^^SSS^  3  We"  °apab,e  °f  Produdn9 in 

res^on^^^  reoarding  well  sites,  and/or  surface 

and  Lessee  may  encounter  difficulty  securing I  surface  IcXtSn ririmSl; siE5?^-,ocatlor^-for  weH  »te®  tnlhe  vicinity  may  be  limftsd 
EES?9  °r  °fe£pera,ions  are  a^estrfd^^^  Therefore,  stira  <SE£ 

n^v&nskc?ndu£ted  31  a  surface  'ocation  off  of  said  land I  or  off  of  Pands  wff  JS^«w5ff  m  t5eJ,(!lnity'  rt  ,s  a9reed  that  any  such 


RESiSiW  ^  oP^ons  are  associated  J^  dTe^^'^  ?Ie  P0^^  (n  acccydahce  with  this'leVse,' 


IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 
LESSORS) 


Stephen  L.  Ta 
STATE  OF  TEXAS 


RetaJ. 


} 

}ss. 


COUNTY  OF  TARRANT      }  "  {ACKNOWLEDGMENT  FOR  INDIVIDUAL) 

This  instrument  was  acknowledged  before  me  on  the  _/£day  of  January,  2009  by  Stephen  L.  Tayt 


My  commission  expires:  ^.ZO/Q 


Signature 

Notary  Public 
Printed    ^M/f/fL^  (2 


'or  and  Reta  J.  Taylor,  husband  and 


ADDENDUM 


5£J?  o™I«f  ?D  MADE  A  PART  °F  ™AT  CERTAIN  GAS  AND  MINERAL  LEASE  DATED  THE  16th  DAY  OF  JANUARY 
ac°? '^S^LSIS^H  L  TAYL0R  AND  RETA  J'  TAYL0R'  HUSBAND  AND  WIFE,  AS  LESSORS  AND  XTO  ENERGY  WC 

L^TSfSSS  THF,S^^  ANY  PROV'S,ONS  TO  ™E  CONTRARY  CONTAINED  IN  THE 

15.       Minerals  Covered.  Notwithstanding  any  other  provision  hereof,  this  lease  covers  only  oil  and  gas  The  term  "oil  and 
well  bore  "S      93S'       °ther  liqU'd       gaseous  hydrocarbons  and  their  constituent  elements  produced  through  a 


16.  Gas  Royalty,  a)  Royalties  on  oil.  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee 
k  ? I* °L  38 1  L°WS:  (a)  f0r  011  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities  the  rovartv 
i  f  i.  ^entV  "ve  PKerce.nt  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or 
£  «l  2  J  l  Purchase's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to 
C  ,  r  Produ<*on  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price 
then  pievadmg  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of 

Z  9??Kai?  9Tf'  and  (b)  f0r  gas  (inc,uding  «»Nlhead  9^)  and  all  other  substances  covered S "he 
roya  ty  shall  be  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  ai  the 

Knl°lm^      ^.^K-^^i3?  °f  ad  Va,0rem  taxes  and  Produc«on,  severance  or  other  excise  taxes,  and  less 
he  permitted  unaffiliated  third  party  deductions  described  below;  provided  that  Lessee  shall  have  the  continuing  right 
£E  E hasfhsuch  Paction  at  the  prevailing  wellhead  market  price  paid  for  production  of  similar  quality  in  the  same 

l?li»Ll  ,  >  'S  00  SU?!  PnCe  th6n ufrevailing  in  ***  same  field'  ften  in  fte  nearest  field  in  which  there  is  such  a 
Prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as 
the  date  on  which  Lessee  commences  its  purchases  hereunder. 

(b)  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing 
plant  in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the 

o  ?kJL     6  T6®?8  r!CeiVed  °/  the  market  value  of  ,he  products  50  Processed.  Similarly,  on  oil,  gas  and  other 
T        and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee  royalties  shall  be  paid 
ftSHe,  "p °"      h,?he!.of  the  ™arket  Va'Ue  0f  the  products  80  sold  and  the  Proceeds  received  by  Lessee  for  said 
iSL  ten?nS  anyth,n9(  0  the  ^'^  herein,  except  for  nonaffiliated  third-party  charges  incurred  or  paid 

SL* f  w  *T\?Jn  any  °f  LeSSOr^S  *****  bear  any  part  of  the  costs  of  production  or  any  post-p reduction 
costs,  including  costs  of  lifting,  gathering,  dehydration,  compression,  separation,  delivery,  transportation  manufacture 
processing  treating  or  marketing,  or  for  construction,  operation  or  depreciation  of  any  plant  or  other  facility  or 

I0' processing  or  treatin9  oil  or  9as  Produced  from  the  leased  premises  or  lands  pooled  therewith   In  no 
event  shall  Lessor  receive  a  price  greater  than  or  less  than  Lessee  in  sales  to  nonaffiliates. 

^^fS^V^'  HmeanSi°  3  T^"'  t°int  venture-  Partnership  or  other  entity  that  owns  more  than  ten 
percent  (10%)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (10%)  of 
ttie  outstanding  voting  interest;  or  (ii)  a  corporation,  joint  venture,  partnership  or  other  entity  in  which  together  with 
Lessee,  more  than  ten  percent  (1 0%)  of  the  outstanding  voting  interest  of  both  the  Lessee  and  the  othe I  co^aC 
joint  venture,  partnership  or  other  entity  is  owned  or  controlled  by  the  same  person  or  group  of  persons. 

toU^i^S'J?'  'f  S;*6  end  °L!he  Plimary  term  °rany  time  hereafter  one  or  more  wells  on  the  leased  premises  or 
£S  «       Th  3re  °lpab^  °f  Droducin9  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities 

but  such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wXshali 

S^hlS ^SiS?J?etem?lto  ?  S"?^9  in  Paying  <uantities  for  toe  purpose  of  maintaining  this  Lease.  A  well  that 
™ «    *■    f  bU* "?  fra.?Gd  Sha"  be  deemed  capable  of  Pacing  in  paying  quantities.  If  for  a  period  of  ninety  (90 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee  then  Lessee  sha » 

Kv^rind^  th  ^  T/S  ($25  °0)  P6r  3Cre  then  C0Vered  by  this  'ease  on  "  before  the  end  of  said 

fh  f  /.K-  thereafter  on  or  before  each  anniversary  of  the  date  the  first  payment  is  due;  provided,  however 

wpi  I  JLtf^Jf  °thew'se  be,ng  maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another 

n!L  J  f  f  ?S6d  Prem,S!S  °r '? nds  p00led  therewlth'  no  shut-in  royaltv  shall  be  due  until  the  end  of  the 
tltfn  ?■      next  following  cessation  of  such  operations  or  production.  Notwithstanding  anything  to  the  contrary 

naht  tn  ™ZrfhSly  rderSt°°fd  and, a9reed  *hat  after  the  expiration  of  the  Primary  term,  Lessee  shall  not  have  the 

wn^U^Mis  6  Paymem     ShUt"in  r°yalty  f0f  m°re  than  °ne  Si"9'e  Peri0d  of  up  t0  ^°  (2> 

th!  £??e  0peration,?-  1  *  herebV  a9reed  a"d  understood  that  there  shall  be  no  drilling  activities  on  the  surface  of 
mTLT!0    I6  P"or  written  permission  from  the  surface  owner  of  the  applicable  portion  of  the  leased 

i  Z^l  nr?1;StanKin9lhe  f°:T'n9'  thiS  WaiV6r  0f  surface  sha"  not  be  construed  as  a  waiver  of  the  rights  of 
S  *™  subsurface  of  the  leased  premises  under  this  lease,  and  Lessee  shall  have  the  right  to  exptoS 

fn^J^l^  P  «  produce.01  ?as  and  other  covered  minerals  under  this  lease  from  wells  from  surface 
m2«5i^      f  i!  premVses-  ,ncludin9'  but  not  lim'ted  to.  directional  or  horizontal  drilling  activity  which  comes 

EST- Thls  dri,ling  surface  waiver  does  not  appfy  to  any  surface  ri9hts  associated 


17. 


18. 


19. 


20. 


hmE anrK*  tUP°n  the  eftxpiration  of  the  t>timary  term  of  this  Lease,  upon  the  expiration  of  any  extension  or  renewal 
of  the  primary  term,  or  after  cessation  of  operations  as  provided  herein,  whichever  occurs  last  this  Lease  shall 

formation  drilled  ^  *****  ^  ^  b6'°W  1he  8tra*9raPhte  equivalent  of  the  deepest 

fl«!r,!nLt,e8'  i  LrS°rtma4kef  n.°  warranty  of  any  klnd  with  respect  to  me  t0  the  Land.  By  acceptance  of  this  Lease 
Lessee  acknowledges  that  it  has  been  given  every  opportunity  to  investigate  and  has  conducted  sufficien 
mvest,gat,on  to  satisfy  itself  as  to  the  title  to  the  Land,  and  Lessee  assumes  all  risk  of  title  failure^ ^S^JSS^ 
SSiSS^  COmm?"law  °!f  by  statute-  indudin9  but  not  limited  to  Section  5.023  of  the  Texas  Property  Code  (or  its 
successors)  are  excluded.  If  Lessor  owns  an  interest  in  the  Land  less  than  the  entire  fee  simple  estate  then  the 

tTS'^h^9  r°yal,i!t)  Pf yab'e  h6reunder  Wi"  be  reduced  Proportionately.  All  royalty  interest  covered  by 

2™«wiSS2f  L   not  owned  by  Lessor  shall  be  paid  out  of  the  royalty  herein  provided   Lessor  will  use  an  its 
„^5Sh  h  8$,8t    S$ee  t0  subordinate  any  ri9hts  of  a  mortgage  holder  to  perfect  the  Lessee  s  rights  under 
JJ ,eas^  Pr0Vlded'  however,  any  necessary  subordination  shall  be  obtained  by  Lessee  at  Lessee's  sole  expense  In 


unable  to  obtain  a  subordination  agreement,  Lessee,  at  its  option,  may  discharge  any  tax  mortqaoe  or  other  lien  or 
interest  and  other  charges  on  the  Land  superior  to  this  Lease,  and  in  the  event lessee  doe^ TsV <L^£Sn!jTt£ 

Z^x^ZZ^fmes  acCTUing  t0  Lessor  toward  payment  * same  and  Lessee  ^iX^^ 

!llfr^ieSif  .h6reby  rellaSeS  and  dischar9fiS  and  the  owner  of  the  surface  estate,  along  with 

£  L2T^2  employees,  partners,  agents,  contractors,  subcontractors,  guests  and  inS  and  their 
respective  heirs,  successors  and  assigns  (collectively  the  "Lessor  Parties'!  of  and  from  a™ anTanv  act ons 
and  causes  of  action  of  every  nature,  or  other  harm,  Including  environment  harm  for  which  ?ewverTof 
L ■.iS^U9ht'  'nClU,din9* bUt  n0t  "mited  t0'  a" ,osses  and  «Pens«  are  ™u£d  Sy  he  S  of 
for  L^ii ^u'r^r*  aJd  ^T*  ariSing  0Ut  *  inc,dental  to  '**ul«nf»  from,  the  operSs  SoV 
^ft„aHr    "der.  thu  ,eaIod  Preml«s  or  at  the  drill  site  or  operations  site  or  that  may  arise  out  of  oV 

J VlT£?  bFea^  ,*  any  ofcth  *terms  °r  of  this  Lease,  or  by  anyrther  negligent  or 

„? hf  "V'88'™  °f  Le8see-  Furth*.  Ussee  hereby  agrees  to  be  liable  for,  exonerate,  in^demnlfy 
tf^nl     ham,,ess1the  Lessor  Parties  against  any  and  all  claims,  liabilities,  losses,  daWages.^ons 

tenZ^x^iF^  **2  (inC^Ud!nS  death)'  COsts  and  or        h™  *>  whi^eiovert  If 

dn?«?h« 7  •Crgh1,  Und8r  -anV  t5e0ry  includin9  tort,  contract,  statute  or  strict  liability,  including  attorneyfee^ 
^SZ^JST^L  'H?Ud,n?*  th°Se  re,at6d  t0  environmental  hazards  on  or  under  the  le?Jed  £Z  S 
or  at  the  drill  arte  or  operations  site  or  in  any  way  related  to  Lessee's  failure  to  comply  with  anv  amda! 
env,ronmental  laws;  those  arising  from  or  in  any  way  related  to  Lessee's  operationsw^ny  oTher  of  Lessee^ 
act,vrt.es  in,  on  or  under  the  leased  premises  or  at  the  drill  site  or  operations  site;  ZZ  arising  fr^m  U  Ws 

UsseV^^^^  °f  the  Prem,SeS:  and  th0S^hat  ma*  ari«  «*  of  X^Jo^Tby 

Lessee  s  breach  of  any  of  the  terms  or  provisions  of  this  Lease  or  any  other  act  or  omission  of  Lessee  Ma 

2222?'  °ffiCerS*  ^P'0****  Partnere>  agents,  contractors,  wbccJow^g^^^ 
respective  successors  and  assigns.  Each  assignee  of  this  Lease,  or  of  an  Interest  herein  aaretfta  bf  lilSI 

SSi^  h°ld  harm,6SS  the  UsS0r  Partie^  n^he  same  nS^Kd  above"' 

Om«M« r§u™K?LS™M^  8nd  a9€ntS  38  deSCribed  above  EXCEPT  AS 

bt  caPRESSLY  LIMITED  HEREIN,  ALL  OF  THE  INDEMNITY  OBLIGATIONS  ANn/nR  i  iarii  mce 

£XKLU?)ER  THE  TERMS  °F  ™IS  LEASE  SHALL  BE  WITHOUT  UMrTSA^ 

S^^eCSUSES  THERE0F  (EXCLUDING  PRE-EXISTING  CONDTONS1 ^  STWCT  UABWTYOR  THE 

vlfl^TH^RSUC^NEG^IJ^^  ™E  N^UGENCEOFTHE 

WHETHER  SUCH  NEGLIGENCE  BE  SOLE,  JOINT,  CONCURRENT,  ACTIVE  OR  PASSIVE. 

^.ro^^^^  a"d  «  -  comply 

Limited  Power  of  Attorney  to  Obtain  Subordination  Agreement.  By  the  execution  of  this  Lease  Lessor  do« 
hereby  appo,nt  and  designate  Lessee,  its  successors  and  as^gns,  as  its  ^Lkv^^^c^mZ^ 

ao—t  ^iS2^UW°f>  'ender  °r  mT9ar  0f  any)  °"  ^alfof  Lessor  £^?u££%^ 
fn^Sl    Z-  ^  document  for  purposes  of  subordinating  any  mortgage  on  the  leased  premises  to  Lessee's 

interests  in  the  lease.  Lessee  will  mail  a  copy  of  the  executed  and  recorded  ten  subordination  agWnen?o^i^ar 
agreement  when  finalized.  When  Lessee  has  finalized  its  lien  subordination  a^S^MS^i^T^ 
Lessor's  lender  or  mortgagor,  this  limited  power-of-attorney  to  the  Lessee  ^^"1^^^^  2nd 

SSK  ^eemer       ^  "*  ^  a"        —  *  U^tEK 

ESJ£ES       T61 10  th  t  L?Se  (the  "Ne9°tiated  Te™">  were  obtained  as  a  result  of  woSiSSS 

rM^fJ,  h  m  ,  iI,  T  S  f86  C^mittee").  In  consideration  of  the  efforts  of  the  GLCGLTF  in  neqotiatina  and 
obtaong  the  Negotiated  Terms,  Lessor,  individually  and  on  behalf  of  Lessor's  agents,  i^^^^Zm^ 
predecessors,  successors,  heirs  and  assigns,  hereby  releases  and  forever  discharges  GLCGLTF  me  GLCGLT^  and 
any  of  GLCGLTF  s  or  the  GLCGLTF  Gas  Lease  Committee's  members,  aJiS^  ^^S^^^ 
including  any  attorneys  engaged  by  the  GLCGLTF  Gas  Lease  Committee  to  fadlSX^cM^'oftolnd 
ZS2?T2  lease5rn$  (lhS  "GLCGLTF  Pleases"),  of  and  from  any  and  all  claims T^TSSS^n^ 

tTStut^l^  T^'*  fef S*  and  liabilities  *  an*         whatsoever,  ^v  telTw^S 

tort,  statute  or  other  legal  or  equitable  theory  of  recovery,  whether  known  or  unknown  which  Lessor  has  hastadS 
claims  to  have  aga  nst  the  GLCGLTF  Releases,  which  arise  out  of  or  relate  to T)  the  Neo^  Te^ST  S^flS 
negotiator!  of  the  Negotiated  Terms,  or  (c)  the  inclusion  and/or  omission  of  Terr^f 
Lessor  tether ^acknowledges and  represents  that  (a)  the  GLCGLTF  Releases  have  iH^U^aoSh 
22?  ^  Wth  tNS  Liafe:  in  makir,9  the  decision  to  enter  into  this  Lease  has  not  S  upon^nv 

%52Z£Zn*7T?*  if  the  GLCGLTF  Releases  re9ardin9  the  term*    «»  SbS?  aX)  Lessor's 

Executed  on  the  date  first  written  above. 


22. 
23. 


Lessor: 


Stephen  L.  Tayl 


